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SUMMARY 


The total amount of French Government aid to Martinique, Guadeloupe 
and Guyane (French Guiana) is large enough to give their inhabi- 
tants the highest standard of living of anyone in the Caribbean 
other than oil-rich Trinidad and the U.S. dependencies of Puerto 
Rico and the Virgin Islands. Although this French Government 
spending is the mainstay of the local economies, it is largely 
concentrated in non-productive fields such as welfare. Its 
effect is further attenuated by the rapid increase in the popu- 
lation. Thus, per capita GNP has been barely keeping ahead of 
price increases. The old mainstays of the local economies-- 
agriculture, fishing and forestry--are all in difficulty with 
little sign of improvement. The government looks to tourism in 
the French Antilles and aluminum production in Guyane as a 

means of providing additional employment opportunities for the 
rapidly-growing labor force. 


Despite its lack of growth and low productivity, the French 
Antilles and Guyane remain high consumption economies with a 

four and one-half to one tmport-export ratio. The imbalance 

is financed by French Government expenditures. Their economies 
provide a good market for U.S. consumer and capital goods despite 
competition from duty-free Common Market imports. Foreign 
capital is welcomed and encouraged by tax incentives and other 
benefits. Barring a drastic change in French Government policy 
towards its Overseas Departments, the outlook is for continued 
high French Government spending and a continuation of the favored 
economic status of Martinique, Guadeloupe and Guyane. 








PART A - CURRENT ECONOMIC SITUATION AND TRENDS 


High French Government Spending, Wage Levels and Unemployment 


The economies of the French Antilles and Guyane continue to be 
overwhelmingly dependent upon heavy spending by the French Govwrn- 
ment. In pursuing its goal of bringing them up to the economic 
level of their Metropolitan counterparts, the government is 
spending a good deal more money than it raises in local taxes. 
In 1970, the net deficit on current account (item 8) was $213 
million, an increase in the deficit of $12 million over 1969. 
This amounted to $282 per inhabitant. Even these figures do not 
tell the full story of the subsidy to the French Antilles and 
Guyane since they do not include the many govemment low-cost 
loan funds. 


Government spending for both operations and investment rose 
rapidly in the mid-sixties. Since 1968, however, grant-aided 
spending for new investments has leveled off and is now actually 
declining. Expenditures by the major source of such investment, 
FIDOM (Fonds d'investissements des departements d'outre-mer), 
fell from $20 million in 1969 to $17 million in 1970. ‘The 
European Development Fund (FED) spent only $1.5 million in 1970. 
At the same time operating budgets continue to rise, social 
service benefits are increased and the population grows. Thus, 
total governmental expenditures rose by 12% in the Antilles 

from 1969 to 1970. In Guyane, expenses for building the space 
center peaked in 1968 and the reduction led to an actual diminu- 
tion in total government expenditures in both 1969 (-11%) and 
1970 (-3%). 


Government policy has been to bring the local minimum wage up 

to that of metropolitan France. This policy was fulfilled in 

the years 1965, 1966, 1967 but abandoned in May of 1968 when the 
student riots and strikes in Paris led to a drastic 38% increase 

in continental France. It was recognized that this increase 

could not be borne in these Overseas Departments where a much 

larger proportion of the working force is actually at the minimum r 
wage level. The process of reducing’ the spread has been resumed 
but the minimum wage remains somewhat below that of continental 
France. It is, however, substantially higher than in the nearby 
English-speaking islands and is accompanied by important social 
security benefits. Taxes paid by employers to finance these 
a amount to 50% of payrollexcept in agriculture where it 
is ° 





This seemingly bright salary and welfare picture is misleading 
when one considers the level of unemployment and underemploy- 
ment and the large number of seasonal workers, particularly 

in the agricultural sector. The rapidly increasing population 
(over 2% growth rate) and loss of jobs due to mechanization of 
agriculture are not being counterbalanced by the creation of new 
pbs and emigration to continental France. Thus, there are 
approximately 25,000 to 30,000 unemployed or seriously under- 
employed in both Martinique and Guadeloupe. This amounts to 25 
percent of the working population. Yet there is general reluc- 
tance to accept seasonal. agricultural or other menial employment. 
As a result, owners of large caré plantations and sugar mills 

are regularly obliged to import the labor necessary for the 
harvest. Even the most optimistic projections do not expect 
expansion of the private economy to fill present and future 
employment needs. 


In this situation, the French social welfare programs of social 
security, family allowances, and medical aid play a very im- 
patant role in personal income. These programs have been 
increasing for the past several years and the average individual 
receives about $125.00 a year in social welfare benefits from 
the Government. Local social security receipts cover less than 
50 percent of these expenses, with the balance being made up 

by the French Government. In 1970 this amounted to $46 million 
in the French Antilles and Guyane. 


Thus the total picture of French Government aid to the French 
Antilles and Guyane is many-sided. It includes these impressive 
social security and other welfare benefits, heavy expenditures 
for the administration of the three Overseas Departments (DOMs), 
grants to build up the economic infrastructure of the area, 
defense costs, and expenditures on the construction and operation 
of the space center in Guyane. Government spending in the 
French Antilles has actually amounted to 54% of the GNP of Guade- 
loupe and Martinique. Because of all these subsidies, the 
populations of the French Antilles and Guyane enjoy the highest 
standard of living of anyone in the Caribbean other than oil- 

rich Trinidad and the U.S. dependencies. 


Situation Bleak for Agriculture, Fishing and Forestry 


Martinique and Guadeloupe produce tropical products for expat 

but: are obliged to pay European-level wages and fringe benefits. 
As a result, these products are noncompetitive except in pro- 
tected markets. The two main crops, sugar and bananas, do benefit 
from such protection: Common Market in the case of the former and 
French for the letter. 





The French Antilles have a Common Market sugar quota of 240,000 
tons. Up until the end of 1971, they also benefited from a 
60,000 ton U.S. “w(t quota. Since 1971 sugar production was 


only 180,000 tons (item 3a), it is clear that the abolition of 

the U.S. sugar quota will not force the French Antilles to seek 
new markets. Nor will it cause a drop in producer income: the 

French Government has been making up the difference between the 
protected high Common Market price for sugar and the somewhat- 

lower, if equally-protected, U.S. price. 


Nevertheless, the prospects for sugar are poor. A drought, 
which was particularly severe in Guadeloupe during the 1971 
cane-growing season, will cut 1972 sugar production drastically. 
With minimum wages for ordinary agricultural labor already at 
51¢ to 65¢ an hour and constantly going up, with social security 
costs for agricultural labor amounting to hog of basic salary, 
the wage-price squeeze is particularly harsh on sugar producers 
with their seasonal labor-intensive rine Moreover, while 
mechanization may offer some relief in Guadeloupe, it offers 
little prospects in mountainous Martinique. 


Unfavorable weather has been partially responsible for low 
production of bananas as well as sugar. Two-thirds of the 

French market is reserved for French Antillian bananas. How- 
ever, the French Government deliberately keeps the price low 

as it is the only fruit included in the official cost-of- 

living index. Limitations on the size of the French market 
preclude any sizeable increase in production unless the fruit 
should be integrated into the Common Market's agricultural system 
and granted EEC-wide protection. 


A third tropical crop, pineapple, develop; ed satisfactorily in 
Martinique for a few years. However, it, too, has run into 
difficulties. Pineapples, sugar and bananas--the story is the 
same with all three: it is only by virtue of protected markets 
and extensive government subsidization that the industries are 
even kept alive. 


The French authorities are trying to bring about a partial 
transition to the cultivation of high-priced market garden pro- 
duce for the European winter market. Success thus far has been 
minimal. It appears that the land exploited for the purpose 

is too small to permit necessary economies of scale. Authorities 
are also trying to increase local production of meat, poultry, 
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fruits and vegetables to meet the needs of the local market. 
However, the trend is towards greater reliance on imports from 
metropolitan France, not less. Once again, it appears that the 
economies of scale are against the project. 


The fewer than 50,000 people who make up the population of 
Guyane are even more dependent on French Government spending 
than are the populations of Martinique and Guadeloupe. The 
only export product worthy of the name is shrimp (item 3a). 
Production was down 29% in 1971 as one of the two American 
shrimp fishing and freezing concerns closed down. A successor 
company which took over is aso experiencing difficulties. It, 
too, is American, for no French concerns catch shrimp off Guyane. 
The outlook for shrimp which currently makes up almost three- 
quarters of the total value of Guyanese exports is not bright. 
This is particularly true in thelight of Brazil's unilateral 
decision to extend its territorial waters to 200 miles. The 
catch will become uneconomic unless the French Government can 
reach an agreement with the Brazilian Government to allow the 
American companies to continue following and catching the 
migrating shrimp as they move from an area off the Guyanese 
coast to one off Brazil. 


In the past, Guyane has been a producer of tropical hardwoods 
for export. However, the last large lumber mill closed early 

in 1971 leaving only small-scale enterprises in the field. 

Total production was down 9% in 1971 (item 3b). Exports, mostly 
to France, continue to make up between 25 and 30% of total 
production. High labor costs and the exhaustion of readily- 
exploitable sources of supply make the outlook for the industry 
poor. 


Industrialization Develope Slowly 


In 1969 the industrial sector accounted for 16% of GNP in 
Guadeloupe and 19% in Martinique. However, construction and 
public works, both largely financed by subsidies from metro- 
politan France, account for two-thirds of these figures. 

Purely private enterprise in the industrial sector* thus accounts 
for only 6% of the GNP in each island. The importance of public 


*The sugar, rum and canned food industries are counted in the 
agricultural sector. 
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financing in the construction industry is demonstrated by the 
fluctuations in housing starts which reflect administrative 

decisions and the dis bursal of public funds rather than the 

state of the private economy. The relatively high wages pre- 
vailing here, the small size of the local market, and the dis- 
tances from sources of raw material and large markets are not 
conducive to large-scale industrialization. 


Private industry consists mostly at present of the production 
of light comsumer goods such as paints, plastics, furniture, 
edible oils, beer, soft drinks, bricks, tiles, soap, etc.* 

In 1970 an important industrial step was taken with the com- 
pletion of an oil refinery in Martinique which began production 
in January, 1971. The refinery's majority owner is a French 
Government-owned oil company but the American companies ESSO 
and Texaco have 1/6 of the shares each. The plant is designed 
to satisfy French Antillian needs in petroleum products and 
could be expanded to tap possible export markets. 


Recent additions to the industrial plant in both islands are 
cement (clinker-grinding) plans which began production in early 
1971. In Guadeloupe a flour mill, an expanded petroleum pro- 
ducts depot, a margerine plant, and an animal feed mill have 
recently been added. A potential project in Guadeloupe is 

a petroleum refinery utilizing Venezualan crude oil designed 

to be shipped to the U.S. consumer market. 


The space center at Kourou in Guyane which was begun six years 

ago has been virtually completed. It represents an investment of 

$100 million and has a yearly operating cost of $20 million. The 
center itself presently employs about 730 persons but many 

more are employed in the supporting facilities, housing, access 

roads, port, utilities, etc. The town of Kourou has grown to 
the size of 5,500 from 500, representing the number of people 
directly supported by the base. Further growth of the base will 
depend largely on the extent to which it is used by non-French 
space programs. 


*The sugar, rum and canned food industries are counted in the 
agricultural sector. 
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While this construction and the presence of the base technicians 
have made themselves felt on the underdeveloped economic and 
commercial system of Guyane, the impact is limited by the orien- 
tation of the base toward metropolitan France, both officially 
and unofficially. The technicians live pretty much among them- 
selves importing all their needs. French authorities had hoped 
that the infrastructure construction for the base would spur 

the whole department into increased development and attract 
outside capital. This has not yet occurred and the economy of 
the department is stagnant, aggravated by the decrease in yearly 
expenditures on the space center (1968 $37 million; 1969-$26 
million; 1970-$19 million). 


High Hopes for Tourism in the Antilles and Bauxite in Guyane 


There is general agreement that the tourist industry offers the 
best potential for the future economic development of the French 
Antilles. Tourism is considered particularly important as a 
means of ameliorating the heavy unemployment rate. Since the 
rule of thumb is that each hotel room creates 2-1/2 to 3 jobs, 
the number of jobs created for the amount of investment is much 
greater in tourism than in industry. In part because of this, 
the French Government offers important fiscal advantages to 
citizens and non-citizens alike who are willing to create new 
tourist facilities. 


Martinique has already made considerable progress in developing 
its tourist industry. In 1971 the number of tourist/nights 
spent at principal hotels was up 94% over 1970 (item 3e) and the 
number of cruise ship visitors up 19% (item 3f). The big jump 
in tourist/nights was due in large part to the opening of a 
large Club Mediterranée. Air France has well developed plans 

to build a large luxury hotel in Martinique to add to the five 
now operating on the Island. 


Statistics for Guadeloupe are not as readily available, probably 
because the tourist industry is not nearly so well developed as 
in Martinique. Thus the number of bed/nights offered by the 
principal hotels in Guadeloupe in 1970 (263,338) was only 63% 

of those offered in Martinique (417,025) and many of these were 
occupied by travellers on business rather than for pleasure. 

In addition, Pointe-a-Pitre Harbor in Guadeloug is visited by 
only half the number of cruise ship passengers who come to 
Fort-de-France Bay in Martinique. However, a new hotel recently 
opened in Guadeloupe. That island also has an older, if smaller, 














Club Mediterranée than the one in Martinique. Finally, although 
an extension to Martinique's major airport is currently underway, 
Guadeloupe is currently the only island in the French Antilles 
with an airport which can and does take the Boeing 747s. 


Thus far virtually all tourist development in the French Antilles 

has been directed towards the affluent visitor from North America. 

Both islands desire to diversify by offering accommodations i 
to suit more modest budgets and clientele from other parts of 

the world. 


The mining industry, which is virtually non-existent in the 

French Antilles, has fallen on evil days in Guyane with the 
gradual depletion of viable gold mines. However, Guyane possesses 
extensive deposits of bauxite which are about to be developed by 

a@ company 75% owned by Alcoa and 25% by Pechiney. While the 
initial production is to be processed into alumina in Surinan, 

the Company has agreed to process the ore in Guyane if local 
reserves prove to be larger than 100 million metric tons. Even 

if the Guyanese alumina processing plant is never built, ex- 
ploitation of the Department's bauxite deposits is expected to 
result in the investment of over 16 million dollars during a 
three-year period. During the construction period 500 jobs will 
be created. Once mining begins, the number of jobs will be 200. 
Since there are less than 50,000 people living in Guyane, these 
new jobs are expected to provide a significant boost to the 
depressed local economy. 
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PART B - IMPLICATIONS FOR THE UNITED STATES 


Trade Market Growing 


The volume of imports into these DOMs increased by more than 
20% between 1969 and 1970 (item 12), and total imports are 

four and one-half times the value of exports. (Items 10 and 12) 
This imbalance has produced an economy dominated by trades and 
services, the trade being mostly in imported goods. The in- 
creasing population,continuing French Government expenditures, 
and tourist and bauxite development should result in a steadily 
growing demand for all types of consumer and capital goods. 

In addition, the hotel construction program will undoubtedly 
offer increased possibilities for U.S. building supplies, par- 
ticularly aluminum products and air conditioning equipment, which 
are already selling well on local markets. 


These departments being integral parts of France impose no 
duties on imports from France or its Common Market partners. The 
United States and other third country products are thereby put 
at a disadvantage, which is aggravated by high sea freight 

rates and the irregularity of sea transport from the U.S. The 
use of air freight, however, favors imports of certain high- 
priced U.S. goods. The gradual elimination of tariffs within the 
Common Market was in past years reflected in a relative drop 

in American imports, but the U.S. has maintained its position 

as the second supplier of these DOMs after France itself. 

Since 1969 the importation of U.S. goods has been more diffi- 
qlt due to the imposition of exchange controls. However, many 
large American firms have overcome this handicap by exporting 
the products of their French metropolitan subsidiaries, or in 
some cases of their non-French Common Market subsidiaries, to 
the French Antilles and Guyane. American machinery of all kinds 
continues to be in demand. So does paper for the International 
Paper Company plants in Martinique and Guadeloupe, shrimp from 
U.S. boats for the American-owned freezing plants in Guyane, 
foodstuffs, and water sports equipment. Other U.S. products 
which could sell would be synthetic fibers, toys and indoor 
games, electrical components, and all types of fixtures and 
gadgets. 





Certain products are exempt from internal taxes, as distinct 
from tariff duties, normally levelled on imports as well as 
French and local goods. These include foodstuffs,building 
materials, fertilizer, and industrial and agricultural equip- 
ment. 


American Investments Desired 


The French Government hopes that its investments in its 

Caribbean Departments' infrastructure will lead to self-sustained 
economic growth and attract private investment from outside to 
this end. It had originally been hoped that capital from 
metropolitan France would fill this role but this has not mater- 
ialized to the extent desired. In the face of the present 

large scale unemployment and explosive population growth in the 
Antilles and Guyane, investments from anywhere, and in par- 
ticular the United States and Canada, are now officially welcome. 


Present operating American investments consists of two shrimp 
fishing and freezing concerns in Guyane, the International Paper 
Company plants in Martinique and Guadeloupe which make cardboard 
boxes in which bananas and other agricultural produce are shipped, 
and the U.S. share in the new oil refinery. United Fruit Co. 
started growing bananas for the French market in Guadeloupe in 
1970 and Bacardi rum is setting up a distillery to reprocess 
local rum for shipment to Europe. Other potential investments 
are the Alcoa project in Guyane and possible purchases of 
existing hotels or construction of new ones by various American 
hotel chains. 


Future American investments should be facilitated by the instal- 
lation of two American branch banks here, Bank of America which 
opened in December 1970 in Martinique and Chase Manhattan which 
hopes to open during 1972 in both Martinique and Guadeloupe. 


The prospects for American investment seem. bright, particularly 
as long as the present departmental status of the French Antilles 
and Guyane is maintained. The French administration provides 
many advantages, in the way of tax exemptions and government 
loans, in order to encourage such investments. However, the 
implementation of these beneficial measures is sometimes slow. 
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Why do some exporters 
do better than you? 


Maybe they know the market better . . . 
maybe they read the timely basic data in— 
OVERSEAS BUSINESS REPORTS 


You too can take advantage of these authoritative and up-to-date reviews from 117 
markets for your product. For less than $1.50 a month you can join the thousands of 
U.S. businessmen who receive over 100 reports a year. Join them today. Return this 
order NOW. 


Mail to: Superintendent of Documents 
Government Printing Office 
Washington, D.c. 2002 


Gentlemen: [] Start my subscription to Overseas Business Reports. 
(C 1.50) I understand I will receive data originated by 
U.S. commercial attaches overseas on these 8 specific areas 
of interest: selling, establishing a business, basic data on 
the economy, foreign trade regulations, market indicators, 
foreign investment legislation, market factors, and market 
profiles. 


(1 No, I do not wish to subscribe now. But please send me 
more information. 


Enclosed [] $16, annual subscription [] $21, Overseas subscription. 
Name 
IIIT cineca ei ltathetea enya titan iipceaantihinsenienndnnitnbieiiniiinaneentiniinelee 


City, State, ZIP 
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